






 

 

 

On page 3, part (d) lines 13-18, the Department respectfully requests the 

Legislature to remove the language in this section as it addresses a tax credit for 

renovation costs incurred in a commercial building, and is not relevant to the subject 

matter of an interisland produce shipping tax credit as specified in this measure.       

 

Finally, the Department appreciates all legislative efforts to lower the costs of 

interisland shipping for farmers, ranchers and food hubs in Hawaii. We defer to the 

Department of Taxation with respect to the proposed amendments in Chapter 235. 

 
Thank you again for the opportunity to testify on this measure. 
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Aloha Chair Yamashita, Vice Chair Kitagawa, and Members of the House Finance
Committee,

The Hawaii Farmers Union United (HFUU) is a 501(c)(5) agricultural advocacy
nonprofit representing a network of over 2,500 family farmers and their supporters
across the Hawaiian Islands. HFUU strongly supports HB607.

We all understand the importance of supporting farmers and producers across
Hawaii, as well as the need to ensure that our agricultural sector remains strong. The
proposed income tax credit for those who are in this industry will provide much
needed relief and assistance to farmers and producers who are so often the
backbone of our rural and island economies.

This tax credit can help to reduce the cost of shipping agricultural products between
counties and make it easier for farmers and producers to provide the food that is so
important for our communities. Additionally, it will help to create a level playing field
between large and small-scale producers and distributors, providing resources and
assistance to those that are the most vulnerable. We strongly support HB607 and
hope that it will benefit Hawai’i’s farmers and producers meaningfully.

We also offer the following amendments to clarify language and program structure:

Remove section (d) to focus on interisland produce shipping:
(d)  In the case of a partnership, S corporation,[ estate,
trust, or any developer of a commercial building,] the tax
credit allowable is for shipping [renovation] costs
incurred by the entity for the taxable year.  The cost
upon which the tax credit is computed shall be determined
at the entity level.  Distribution and share of credit
shall be determined by rule.

Remove current section (g) as this credit does not offer refunds:

(g)  All of the provisions relating to assessments and
refunds under this chapter and under section 231-23(c)(1)
shall apply to the tax credit under this section.

Include a new section (g) to establish the Department of Agriculture as a third
party certifying agency of the credit to issue certificates and track the amount
of the $5M annual credit remaining for use:



(g)  The department of agriculture shall:

(1) Maintain records of the names and addresses of the qualified taxpayers claiming
the credits under this section and the total amount of the qualified expenses upon which
the tax credits are based;

(2) Verify the nature and amount of the qualified expenses;

(3) Total all qualified and cumulative expenses that the department certifies; and

(4) Certify the amount of the tax credit for each taxpayer for each taxable year and
the cumulative amount of the tax credit.

Refine non- producer or food hub distributors who may use the credit:

(c)  The tax credits shall be distributed annually as

follows:

(1)  Up to fifty per cent of the total tax credits
available may be claimed by farmers and ranchers;

(2)  Up to thirty per cent of the total tax credits
available may be claimed by food hubs; and

(3)  Up to twenty per cent of the total tax credits
available may be claimed by [broad line ]distributors.

Define distributors:

(h)  As used in this section:

"Distributors" means a business or organization that
functions as an intermediary between food manufacturers and
the food service operator.

Mahalo for the opportunity to testify.

Kaipo Kekona, President HFUU/HFUF
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The Hawai!i Alliance for Progressive Action (HAPA) is a public non-profit organization under Section 501(c)(3) 
of the Internal Revenue Code. HAPA’s mission is to catalyze community empowerment and systemic change 
towards valuing !aina (environment) and people ahead of corporate profit.!
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The purpose of this measure is to establish an inter-island produce shipping tax credit to 
alleviate the costs of inter -island shipping for farmers and ranchers in the State which we 
understand is an important part of supporting our local agriculture sector and food security. .  

The cost of inter-island transportation is a bottleneck for market access by food producers in 
Hawaii. This issue is also recognized by the United States Department of Agriculture, which 
administers a reimbursement transportation cost payment program for geographically 
disadvantaged farmers and ranchers to reimburse producers for a portion of the cost to 
transport agricultural commodities or inputs used to produce an agri cultural commodity.  

The reimbursement transportation cost payment program helps eligible farmers and ranchers in 
Hawaii and the Pacific offset their costs for transporting agricultural products or inputs used to 
produce an agricultural commodity over long  distances. Payments from the program are 
calculated based on the costs incurred for transportation of the agricultural commodity or 
inputs during a fiscal year, subject to an $8,000 per producer cap per fiscal year. 

Providing an income tax credit like the reimbursement transportation cost payment program 
that similarly reimburses producers for a portion of the cost to transport agricultural goods 
between the counties will reduce cost impacts to farm viability and consumer food price and 
support progress to wards the StateÕs Aloha+ Challenge commitment to increase local food 
consumption and production. !
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L E G I S L A T I V E    T A X    B I L L    S E R V I C E 

TAX FOUNDATION OF HAWAII 
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SUBJECT: INCOME, Credit for Producers of Agricultural Goods for Interisland Shipping 

BILL NUMBER:  HB 607 HD 1 

INTRODUCED BY: House Committee on Economic Development 

EXECUTIVE SUMMARY:  Creates an income tax credit for taxpayers who are farmers, or are 
producers of agricultural commodities, cooperatives, broad line distributors, or food hubs who 
ship products and agricultural goods between counties. 

SYNOPSIS:  Adds a new section to chapter 235, HRS, to establish the interisland produce 
shipping tax credit.  The credit is 20% of the input transportation costs for the shipping of 
produce and agricultural goods between counties, up to a maximum of $20,000 per producer. 

Defines “food hub” as a business or organization that actively manages the aggregation, 
distribution, and marketing of source-identified food products, primarily from local producers, to 
strengthen the business or organization's ability to satisfy wholesale, retail, and institutional 
demand. 

Defines “input transportation costs” as transportation costs of inputs used to produce an 
agricultural commodity, including but not limited to air freight, ocean freight, and land freight of 
chemicals, feed, fertilizer, fuel, seeds, plants, supplies, equipment parts, and other inputs. 

Defines “producer” as any farmer or rancher who is an individual, group of individuals, 
partnership, corporation, estate, trust, association, cooperative, broad line distributor, food hub, 
or other business enterprise or other legal entity who shares in the risk of producing an 
agricultural commodity in substantial commercial quantities and who is entitled to a share of the 
agricultural commodity from the agricultural operation. 

Defines “verifiable records” as evidence that is used to substantiate the amount of eligible credits 
per producer that can be verified by the director of taxation through an independent source. 

For a partnership, S corporation, estate, or trust, the cost upon which the credit is computed shall 
be determined at the entity level and the distribution and share of the tax credit shall be 
determined by administrative rule. 

Requires the director of taxation to prepare any forms necessary to claim a credit, may require a 
taxpayer to furnish reasonable information to validate a claim for the credit, and adopt rules 
pursuant to HRS chapter 91. Requires claims for the credit, including any amended claims, to be 
filed on or before the end of the twelfth month following the taxable year for which the credit is 
claimed. Failure to comply with the foregoing provision shall constitute a waiver of the right to 
claim the tax credit. 
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Re:  HB 607 HD1 
Page 2 

The aggregate amount of tax credits claimed shall not exceed $5 million for all taxpayers in any 
taxable year.  Of the $5 million, up to 50% may be claimed by farmers and ranchers; up to 30% 
may be claimed by food hubs; and up to 20% may be claimed by broad line distributors.   

EFFECTIVE DATE: June 30, 3000.  

STAFF COMMENTS:  Lawmakers need to keep in mind two things. First, the tax system is the 
device that raises the money that they, lawmakers, like to spend. Using the tax system to shape 
social policy merely throws the revenue raising system out of whack, making the system less 
than reliable as there is no way to determine how many taxpayers will avail themselves of the 
credit and in what amount. 

The second point to remember about tax credits is that they are nothing more than the 
expenditure of public dollars, but out the back door. If, in fact, these dollars were subject to the 
appropriation process, would taxpayers be as generous about the expenditure of these funds 
when our kids are roasting in the public school classrooms, there isn’t enough money for social 
service programs, or our state hospitals are on the verge of collapse? 

In any event, a direct appropriation would be more accountable and transparent. 

Furthermore, the additional credit would require changes to tax forms and instructions, 
reprogramming, staff training, and other costs that could be massive in amount.  A direct 
appropriation may be a far less costly method to accomplish the same thing. 

We also note that the statewide cap has three prongs and the bill does not articulate what happens 
if a taxpayer incurs eligible costs, applies for the credit, and it turns out that the statewide cap is 
exceeded.  Is the current applicant denied?  Is the applicant supposed to be able to carry the 
credit forward?  Are all applicants denied pro rata? 

Digested: 2/28/2023 
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HB-607-HD-1 
Submitted on: 2/27/2023 9:16:05 PM 
Testimony for FIN on 3/1/2023 2:30:00 PM 

Submitted By Organization Testifier Position Testify 

Will Caron Individual Support Written Testimony 
Only 

 
 
Comments:  

Please support HB607 HD1. 

 



HB-607-HD-1 
Submitted on: 2/28/2023 6:37:12 PM 
Testimony for FIN on 3/1/2023 2:30:00 PM 

Submitted By Organization Testifier Position Testify 

Virginia Tincher Individual Support Written Testimony 
Only 

 
 
Comments:  

Members of the FIN Committee,  

We need to support our local farmers.  At our home we always buy local food whenever 
possible.  We eat seasonal fruit and vegetables grown in Hawaii.   

I am in strong support of HB607 HD1 

Mahalo for this opportunity to testify. 

Virginia Tincher  

Aina Haina, Oahu 
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